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The Argentine Congress has authorized privatization of over 30 state-run companies. The two
biggest projects, the telephone company ENTEL and the international airline Aerolineas Argentinas
are to be completed by year-end 1990. ENTEL hired Morgan Stanley & Co. as its investment banker.
The final draft offer would sell 60% of the company for $214 million in cash and at least $450 million
worth of canceled foreign debt with a face value of at least $3.5 billion. The airline deal requires bids
of a minimum of $1.5 billion face value on canceled debt. Last week six foreign companies qualified
as final bidders. The bidding rules prohibit paying more than $214 million in cash. Thus bidding is
restricted to cancellation of additional debt. Argentine officials hope that the winning bidder will go
as high as $7 billion in canceled debt, or an $910 million at secondary market prices. Cancellation
of $7 billion in debt plus the $214 million in cash would add up to $1.12 billion. ENTEL assets were
valued at more than $4 billion by US accounting firm Deloitte Haskins & Sells. The winner among
them is also required to invest $500 million a year in new phone lines and equipment. The six
finalists in the bidding include three in partnership with banks: Bell Atlantic with Manufacturers
Hanover, Spain's national phone company with Citibank, and Italy's national phone company with
the Morgan Guarantee Trust Company. The bid winner is not required to bring any of the $500
million from abroad. Instead, the goal is earn this amount via service charges and reinvest it. The
penalty for failing to achieve $500 million per year in revenues, and investing it, is loss of monopoly
status. The foreign company would be free to operate the company, sell to another company, or
perhaps to sell back to the government. (Basic data from New York Times, 05/07/90)
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